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On Dec. 18, Brazilian Finance Minister Luis Carlos Bresser Pereira resigned, reportedly as a result
of a dispute with President Jose Sarney over tax revision. The minister announced his resignation
after meeting with Sarney to discuss proposals to reduce the budget deficit. At a news conference,
he said, "When I accepted the post I took on a political and, if you wish, ethical obligation that tax
reform would affect the rich more than the poor." Bresser Pereira said he and Sarney disagreed
on a proposal to tax capital earnings, i.e., interest, profits and dividends. According to Bresser
Pereira, "A climate of mistrust has been created, and I thought it was better to leave." Brazil stopped
paying interest on about $70 billion of its $112 billion debt in February. Bresser Pereira reached
an agreement with foreign bankers on repaying $4.5 billion in interest due this year. The accord
effectively ended Brazil's debt moratorium. [Late Dec. 15, representatives of creditor banks and
of the Brazilian government announced in New York that Brazil would receive $3 billion in new
financing, effective in a few days. Under this arrangement, commercial bank creditors will receive
approximately $1.2 billion to cover delinquent interest payments on medium and long-term debt for
October, November and the first half of December. One third of the money is to come from Brazil's
reserves. Back interst on Brazil's debt has been accruing at $1 billion a month since the February
moratorium.] Earlier, the minister had threatened to quit if the government did not approve his
proposals to cut the deficit, which this year surpassed 6% of GDP, estimated at $300 billion. The
proposals included politically sensitive measures such as raising taxes for the middle class and
wealthy, spending cuts and eliminating some state-run companies. The International Monetary
Fund indicated that if there were such a plan, it would be more willing to increase loans to Brazil.
Approval by the IMF often serves as a conduit to commercial bank loans. Bresser Pereira, 53, was
the country's third finance minister in the past 34 months of civilian rule, serving for the last eight
months. No successor was immediately named. (Basic data from Washington Post, 12/19/87; New
York Times, 12/19/87; AP, 12/15/87)
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